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Chairwoman MIKULSKI. Good morning. The Subcommittee on
Commerce, Justice, Science, and Related Agencies (CJS) will come
to order.

Today is our very first hearing for the fiscal year 2014 appropria-
tions cycle. And we just received the President’s budget yesterday
aﬁld are beginning to look at it. I will have a few quick words about
that.

We want to welcome Dr. Rebecca Blank, the Secretary of Com-
merce, for her testimony on the specifics of the Commerce Depart-
ment.

But as we begin, really our first order of business—today is the
day where many of the subcommittees within the Senate Appro-
priations Committee are holding their first hearing. The Agri-
culture, Rural Development, and Food and Drug Administration
Subcommittee is meeting as we speak. The Transportation, Hous-
ing and Urban Development, and Related Agencies Subcommittee
is also meeting. We look forward to a robust schedule and also fol-
lowing regular order.

Since this subcommittee met in a hearing mode, many changes
have occurred, one of which is the passing of our beloved leader,
Senator Daniel K. Inouye. I really want to thank Senator Cochran
who was so helpful to me and Senator Shelby.

Senator Shelby—not only have we been pals and partners from
the House of Representatives, but really he played a very impor-
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tant role in steering the continuing funding resolution through the
U.S. Senate and giving us really the right direction or helpful
strategy in terms of what were the parameters, both political and
fiscal, that we could get the job done. I just want to say publicly,
Senator Shelby, we could not have the continuing funding resolu-
tion without your help and the help of your excellent, excellent
staff. And I am going to need more from you. We need to be all
in it together.

We do have the President’s budget, and I just want to give a few
quick observations.

I support the President’s budget level of $1.5 trillion. That is the
same deal we made 3 months ago in the American Taxpayers Re-
lief Act of 2013, and I believe it will be to $1.5 trillion that this
full committee will be marking up.

In terms of dealing with the sequester, we need a balanced ap-
proach, and we call upon the leadership and the President to help
come up with that balanced approach so that we can cancel it.

Second, we want to support the President’s initiative in having
a more focal Government, emphasizing cutting wasteful spending,
cutting improper payments, and reducing administrative overhead.
We are going to be working with him on that and with our friends
on both sides of the aisle to show that this Committee can have a
great sense of frugality.

I also want to commend the President’s focus on creating jobs,
the focus on manufacturing, innovation, and technology, particu-
larly revitalizing infrastructure, be it the super information high-
way or our real highway, and also an investment in education and
training.

I have a very serious concern about his approach to earned bene-
fits and also to Federal employees. But those are comments for an-
other day.

In terms of you, Dr. Blank, we really want to say thank you. You
stepped in as the chief executive of the Commerce Department dur-
ing a difficult time, an illness of a Secretary, but you took it over.
But at first you were acting, and you did act. And we want to
thank you for that. You provided leadership. You provided guid-
ance. You helped people get through a troubled time. I know what
it is like to get a battlefield promotion, and you really carried the
mantle of leadership very well.

I particularly want to thank you for the fact that you dove deep
into areas that were very complex and were identified by both
yourself and the inspector general as really hot spots. An example
of that would be in the weather satellites and not only their cost
overruns but what is the direction we were going in.

So we want to thank you for your leadership, your management
skill, and your willingness to work with us in the spirit of reform
where we do the mission of the agency and use our taxpayers’
money in a way that we really got value for the dollar. So we want
to thank you for it.

We know that the Commerce Department is a major economic
engine. The request for $11.7 billion for the Department also is
very important. It includes a particular focus on protecting intellec-
tual property by having almost one-third of the budget, $3.1 billion,
in patent and trademark fees.
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Today, I want to examine how these funds will advance Amer-
ica’s interests. That is a question we wish to ask. How do we ad-
vance America’s interests, protecting America’s ideas, safeguarding
their intellectual property, enforcing trade laws so that while we
are advancing our competitive products selling overseas, we make
sure we do it?

We also believe that if you invent it here, it should not be stolen
over there. So we are going to be looking at how to deal with not
only the patent backlog but also the whole issue of cyber security.

The Secretary of Commerce has been a spokesman for American
business and the chief manager. With that, again as I have said,
you worked on the National Oceanic and Atmospheric Administra-
tion (NOAA) satellite procurement, and the census. I have been
through three censuses and nobody has ever been happy. The pat-
ent backlog and then, of course, the whole issue of cyber security.

The agencies within Commerce are not a conglomeration but a
mosaic that if you put them together, really do add to America’s
competitiveness and safety.

The National Institute of Standards (NIST) is a critical leader in
this in terms of setting the American standard. And when I look
at products that are going to be invented and sold around the
world in a global economy, I want them built to an American
standard, not to the Chinese standard. We have got to support
NIST, just the way we support our private sector, to be entrepre-
neurial and come up with the new ideas that are going to be the
new products for the new jobs, but they have to be built to stand-
ards, and we want those standards to be American standards. And
I believe that NIST has a spectacular role and technical com-
petency in working with the private sector to do it. Very rarely—
maybe it is because they are not regulatory in the usual sense of
that word. And then, of course, in the President’s Executive order
on cyber security, they are one of the anchor tenets.

This then, of course, takes us to the International Trade Admin-
istration (ITA) and also into the United State Patent and Trade-
mark Office (USPTO) so that we can protect our intellectual prop-
erty overseas.

Then we have the National Oceanic and Atmospheric Adminis-
tration. Every member of this subcommittee is interested in it, and
I see some of my two newest members, Senator Merkley and Sen-
ator Shaheen. From fisheries disasters to ensuring that we look out
for our fishing industry and also the future of our oceans, we owe
it to our communities and to the coastal States who depend on ac-
curate hurricane forecasts and the interior States that demand on
tornadoes that are done through the weather. And yet at the same
time, many of us know that our coastal areas and the economy as-
sociated with it are part of our psychic identity of our States and
our economy.

Then, of course, the census will be also something that we will
bring under scrutiny.

So we want to hear from you what you recommend, on behalf of
the President, the budget ought to be. But you play a very unique
role as you move to a new post at the University of Wisconsin—
Madison—and we know the Secretary will be leaving May 31, col-
leagues—to give us a bit of a retro-look back on what you think we
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have really accomplished in advancing America’s interests and
where you think we need to provide additional oversight and stand
sentry on it.

So having said that, I would like to turn to my ranking member,
Senator Shelby.

I also want to note that we have Senator Boozman who is also
joining with us. Are you still on the Commerce authorizing com-
mittee?

Senator BoozMAN. No.

PREPARED STATEMENT

Chairwoman MIKULSKI. So you came over here where the action
is?

We really want to welcome all of our new members in the warm-
est and look forward to working with you.

[The statement follows:]

PREPARED STATEMENT OF SENATOR BARBARA A. MIKULSKI

Welcome to the Commerce, Justice and Science (CJS) Subcommittee’s first hear-
ing on the fiscal year 2014 budget. I would also like to welcome back to CJS our
Ranking Member and my Full Committee Vice Chairman, Senator Richard Shelby.
Senator Shelby and I have worked together on Appropriations for many years, and
I'm glad to have him back with me on CJS. Having the Full Committee leaders
serve as the leaders of CJS means that this subcommittee will lead by example. We
will try to finish our work on time, working across the aisle and across the dome.

In my first 90 days as Chairwoman, we passed the urgent Hurricane Sandy sup-
plemental, as well as the continuing resolution for funding, which avoided a Govern-
ment shutdown and closes the books on fiscal year 2013. The continuing resolution
gave us the certainty that we could keep the Government open, and showed that
we can govern. As the Full Committee Chairwoman, I am committed to bringing the
Aﬁ)proprliations process back to regular order. I know that Senator Shelby shares
this goal.

As of yesterday, we have the President’s budget request, and I just want to give
a few quick observations. I support the President’s budget level of $1.058 trillion.
That is the same deal we made 3 months ago in the American Taxpayers Relief Act
of 2013 and I believe that it will be at the $1.058 trillion level that this Full Com-
mittee will be marking up.

In terms of dealing with sequester we need a balanced approach, and we call upon
the leadership and the President to help come up with that balanced approach so
that we can cancel the sequester. Also, we support the President’s initiative in hav-
ing a more frugal Government; emphasizing cutting wasteful spending, cutting im-
proper payments, and reducing administrative overhead. We’re going to be working
with him on that and with our friends on both sides of the aisle to show that this
Committee can have a great sense of frugality.

I also want to commend the President’s focus on creating jobs, the focus on manu-
facturing, innovation, and technology—particularly revitalizing infrastructure, be it
the super information highway or our real highways—and also our investment in
education and training. I have a very serious concern about his approach to earned
benefits, and also to Federal employees, but those are comments for another day.

Today, we’re meeting to examine the Commerce Department’s fiscal year 2014
budget request. We welcome Acting Commerce Secretary Dr. Rebecca Blank and
Commerce’s Inspector General Todd Zinser, who we will speak to a little later. Dr.
Blank has been serving as Acting Secretary since June 2012, and has been a leader
in the Department since June 2009. I understand that Dr. Blank will soon be leav-
ing the Department to become the next Chancellor of the University of Wisconsin—
Madison. Congratulations on your new position.

I want to thank Dr. Blank for doing a fantastic job under enormously difficult cir-
cumstances. She has been a true reformer for Commerce. She personally oversaw
the accountability to correct the Weather Service Antideficiency Act violations, and
responded to NOAA ’s satellite mismanagement problems. We are sorry to see her
go, but we look forward to hearing from her today about the Department’s budget
and priorities.
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The Commerce Department is a major economic engine for America. The Presi-
dent’s request totals $11.7 billion for the department, including $3.1 billion in pat-
ent and trademark fees. Today, my goal is to examine how these funds will advance
America’s interests in protecting American ideas. This includes safeguarding our in-
tellectual property, enforcing our trade laws, and protecting our citizens with fore-
casts and warnings about severe weather. It also means protecting taxpayer dollars.

The Secretary of Commerce is the chief spokesperson for American business and
the chief manager to fix major challenges at the Department. The Inspector General
and the GAO have identified persistent problems that need strong oversight. Name-
ly, these are NOAA ’s satellite procurement, the next Census and the patent back-
log.

The Department of Commerce needs to be cyber-obsessed. It needs to create ways
to protect its own Dot-Gov systems, while working with the private sector to better
protect Dot-Com. The National Institute of Standards and Technology (NIST), Com-
merce’s outstanding science and research agency, is helping the private sector find
new ways to solve today’s cybersecurity problems.

The President issued an Executive order in February calling for a national strat-
egy to better protect “critical” U.S. infrastructure from cyber attacks. NIST is a crit-
ical leader in executing this executive order. NIST’s budget request of $934 million
includes $95 million for cyber activities. I want to know how these funds will be
used to protect consumers’ identities and companies’ intellectual property.

NIST is not the only agency standing sentry to protect American innovation. The
International Trade Administration (ITA) enforces our trade laws and agreements,
and protects entire American industries. ITA’s budget request of $529 million in-
cludes $20 million for the Interagency Trade Enforcement Center, which increases
our ability to challenge unfair trade practices.

The United States Patent and Trademark Office (USPTO) protects American
ideas and inventions, which are the heart of prosperity and jobs. While the USPTO
has made progress in reducing the patent backlog over 650,000 patents are waiting
for approval, and it takes 2%z years to grant a patent. I also want to make sure
that USPTO’s networks are secure. American inventors are filing applications elec-
tronically. We must make sure the filing process is secure so no one can steal inven-
tions that Americans worked hard to create.

When it comes to protecting people, every member of this subcommittee is pro-
weather and pro-science. America has experienced several severe weather events
these past few years, and scientists suggest that the freaky weather will continue.
NOAA’s satellites need to be fit for duty. We owe it to our communities—to the
coastal States that depend on accurate hurricane forecasts, and to the interior
States that depend on timely tornado warnings. Commerce’s budget highlights new
reforms to NOAA’s satellite programs in response to recommendations I made to
move these programs to NASA, and of critical reviews made by outside groups. I
welcome these changes, but remain critical and skeptical of the stability of these
important programs.

The Inspector General has identified several serious issues that continue to chal-
lenge the Department, particularly the planning and management of the next decen-
nial census. Controlling costs for the 2020 census remains one of my top concerns,
and is a top oversight concern for the Inspector General and the Government Ac-
countability Office. Cost overruns were a major problem during the 2010 census, but
the fiscal year 2014 budget request suggests that the Census Bureau intends to re-
duce the 2020 Census costs back down to fiscal year 2010 levels. I want to know
what is being done to keep this cost profile on track, on schedule and on budget.

I want to thank all the men and women of the Commerce Department—all the
trade experts, statisticians, patent and trademark examiners, scientists and engi-
neers, weather forecasters. They work hard every day to promote American busi-
nesses, protect American ideas and resources, and keep our economy moving for-
ward.

Thank you, Dr. Blank, for your service to the Department of Commerce. We look
forward to hearing your testimony.

Chairwoman MIKULSKI. Senator Shelby.
STATEMENT OF SENATOR RICHARD C. SHELBY

Senator SHELBY. Thank you, Madam Chair.

I am pleased to be working with you again, Madam Chair, on the
CJS Subcommittee and I am eager to begin the discussion of the
President’s fiscal year 2014 budget proposal.
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The Department of Commerce—represented today by Dr.
Blank—contains some of our Nation’s most important economic de-
velopment, economic analysis, and science and research agencies,
including the Economic Development Administration (EDA), NIST,
and NOAA.

The President’s budget proposes a total of $8.6 billion to fund the
Department of Commerce, which is an increase of $1 billion more
than fiscal year 2013. This is a significant increase in funding
given our current budget environment, and it is proposed as a new
mandatory program. That troubles me a little bit, Dr. Blank.

I hope that you, Dr. Blank, can enlighten us here this morning
with the details of the proposal and why the administration is ask-
ing this subcommittee to establish a new mandatory program when
the mandatory side of the ledger is already growing unrestrained.
This is the area of Government spending that most budget experts
agree needs to be reformed.

NOAA represents more than 60 percent of your Department’s
budget at $5.6 billion. NOAA provides important support for our
Nation’s fisheries, severe weather prediction, and navigation of the
waters surrounding our country. NOAA’s work is critical to the
shipping industry, as well as the fishing industry, and provides es-
sential support services in the aftermath of a disaster. These are
areas in which they excel.

Yet, in spite of these operational successes, which are many,
NOAA continues to struggle with a number of significant issues. In
particular, managing their ongoing satellite procurement programs
remains a challenge and an expense that we need to keep our eye
on. I am eager to hear what the Department, working in concert
with NOAA, can do to ensure that future missteps do not occur, Dr.
Blank.

We also have with us today the inspector general for the Depart-
ment of Commerce, Mr. Zinser, who has worked diligently to en-
sure that the entire Department is on the right track. I look for-
ward to hearing about his work on NOAA’s satellite program but
also about some of the other financially troublesome areas within
the Department and the steps that are being taken to bring these
programs in line with the IG recommendations.

PREPARED STATEMENT

The Department of Commerce and each of its components pro-
vide essential services to the United States. However, the recurring
issues the Congress must contend with each year because of mis-
management of programs or resources or both must stop. I am
hopeful that this budget provides not only the resources necessary
for the Department but ensures that there is a plan in place to
keep the ship righted.

[The statement follows:]

PREPARED STATEMENT OF SENATOR RICHARD C. SHELBY

Thank you Madame Chair.

I am pleased to be working with you on the Commerce, Justice, Science, and Re-
lated Agencies Subcommittee again and am eager to begin the discussion of the
President’s 2014 budget proposal.

The Department of Commerce, represented today by Dr. Blank, contains some of
our Nation’s most important economic development, economic analysis and science
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and research agencies, including the Economic Development Administration (EDA),
National Institute of Standards and Technology (NIST), and National Oceanic and
Atmospheric Administration (NOAA).

The President’s budget proposes a total of $8.7 billion to fund the Department of
Commerce, an increase of $1 billion over 2013. This is a significant increase in fund-
ing given our current budget environment and is proposed as a new, mandatory pro-
gram.

This troubles me.

Dr. Blank, I hope that you can enlighten us with the details of the proposal today
and why the administration is asking this subcommittee to establish a new manda-
tory program when the mandatory side of the ledger is already growing unre-
strained. This is the area of Government spending that most budget experts agree
needs to be reformed.

The National Oceanic and Atmospheric Administration (NOAA) represents more
than 60 percent of the Department’s budget at $5.6 billion. NOAA provides impor-
tant support for our Nation’s fisheries, severe weather prediction, and navigation of
the waters surrounding our country.

NOAA’s work is critical to the shipping industry as well as the fishing industry
and provides essential support services in the aftermath of a disaster. These are
areas in which they excel. Yet, in spite of these operational successes, NOAA con-
tinues to struggle with a number of significant issues. In particular, managing their
ongoing satellite procurement programs remains a challenge. I am eager to hear
what the Department, working in concert with NOAA, can do to ensure that future
missteps do not occur.

We also have with us today the Inspector General for the Department of Com-
merce, Mr. Zinser who has worked diligently to ensure that the entire Department
is on the right track. I look forward to hearing about your work on NOAA’s satellite
program but also about some of the other financially troublesome areas within the
Department and the steps that are being taken to bring these programs in line with
your recommendations.

The Department of Commerce and each of its components provide essential serv-
ices to the United States; however, the recurring issues Congress must contend with
each year because of mismanagement of programs or resources or both, must stop.
I am hopeful that this budget provides not only the resources necessary for the De-
partment but ensures that there is a plan in place to right the ship.

I look forward to hearing from the witnesses.

Thank you Madame Chair.

Senator SHELBY. Madam Chairman, I look forward to the hear-
ing.

Chairwoman MIKULSKI. Thank you very much.

I want to note to my colleagues that we have a vote at 11 o’clock.
We also have the testimony of the inspector general after the com-
pletion of Dr. Blank’s testimony and our questions. What I am ask-
ing my subcommittees to do is to invite the inspector general to
come and give us ideas on oversight of troubled areas that we
should be watching and observing, how we also have to avoid
techno-boondoggles and to give us advice and direction so we have
a sense of frugality and actually smart Government and smart
funding. So where there is Cabinet testimony, we will have an in-
spector general, and I am encouraging my other subcommittee
chairs to follow the same. So I hope that even after the vote, if you
could return, I think you will find it very interesting. And Mr.
Zinser has done a great job.

But now, Dr. Blank, let us hear from you. And any opening state-
ments will be for the record and you can include them perhaps as
you have your line of questioning. Let us get to you, Dr. Blank.

SUMMARY STATEMENT OF HON. REBECCA BLANK

Dr. BLANK. Chairman Mikulski, Vice Chairman Shelby, and dis-
tinguished members of the subcommittee, I am pleased and hon-
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ored to be here this morning to discuss President Obama’s budget
request for the Department of Commerce for fiscal year 2014.

As we continue to recover from a deep recession, the Commerce
Department has helped thousands of American businesses grow,
innovate, and compete around the world. Our work remains central
to the top national priority of economic growth and job creation.

HIGHLIGHTS OF THE DEPARTMENT OF COMMERCE BUDGET

This request of $8.6 billion makes crucial investments that are
needed to support U.S. competitiveness and build on the progress
that we have seen in the past 3 years. I will highlight several ex-
amples and then I will look forward to our discussion.

First, the budget includes $113 million to launch an interagency
effort called “Investing in Manufacturing Communities”. This will
help local communities position themselves to attract inbound man-
ufacturing investment by helping them build an attractive eco-
nomic infrastructure. The program will assist towns with key
projects ranging from research and tech transfer programs to phys-
ical infrastructure and improvements to workforce development.
Importantly, these Federal dollars will leverage additional private
and non-Federal funds. The goal is to accelerate regional economic
growth by helping America’s communities attract manufacturers
and build their supply chains.

Second, in fiscal year 2012, the Manufacturing Extension Part-
nership Program helped more than 30,000 mostly small- and me-
dium-sized manufacturers. The new budget provides an additional
$25 million more than the fiscal year 2012 enacted level to estab-
lish manufacturing technology acceleration centers, each focused on
a major area of advanced technology that would help more of these
small manufacturers innovate and integrate into our national sup-
ply chain.

Third, as many of the world’s economies have slowed, U.S. com-
panies will be challenged to build on their record $2.2 trillion in
exports last year. Therefore, the budget proposes a 14-percent in-
crease more than fiscal year 2012 for ITA to work harder to pro-
mote key industries and markets where U.S. companies have a
strategic advantage. Particularly important in this request is the
proposal to hire additional Foreign Commercial Service officers and
staff in fast growing markets.

Fourth, and to complement the support in exporting, we propose
$20 million to expand the workload of the new Interagency Trade
Enforcement Center, a joint effort with the U.S. Trade Representa-
tive’s Office, to level the playing field for U.S. business by reducing
unfair trade and investment barriers.

Fifth, the United States is positioned to attract a significant
share of new domestic and foreign investment dollars due to our
expanded domestic energy supplies and decreased energy costs, our
increased labor productivity, our projected gross domestic product
(GDP) growth, and many other economic factors that are to the
benefit of the United States these days. Therefore, the budget in-
cludes $20 million to fully support the SelectUSA Program which
works in partnership with State and local authorities to help them
attract these investments into American communities.
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Sixth, the budget invests in environmental stewardship such as
ocean and coastal research, observing, and conservation activities,
including $929 million for the National Marine Fisheries Service.

And seventh, the budget includes approximately $2 billion to
support crucial weather satellite programs which are critical to ac-
curate forecasts and warnings that protect lives and property.

Other ongoing priorities, such as supporting minority-owned en-
terprises, improving cybersecurity, continuing export control re-
form, improving public safety communications, and many more are
also reflected in this budget.

Throughout the process of defining and developing these prior-
ities, the Department of Commerce has remained focused on re-
sponsible stewardship of taxpayer dollars. In this challenging cli-
mate, we have made smart and tough choices to cut costs while
building on programs that truly work. We are only proposing new
investments in areas that have great potential for success, such
that ignoring them would be irresponsible.

And we are reducing costs where we can. At the operational
level, we reduced administrative costs by $185 million in fiscal year
2012, an estimated $176 million in fiscal year 2013, and will
project another $194 million savings in this new budget for fiscal
year 2014.

By combining crucial investments with fiscal responsibility, the
Commerce Department’s fiscal year 2014 budget is a meaningful
and timely plan to further strengthen the economic recovery, to
stimulate private sector job creation, and to promote American
competitiveness for years to come. With each of our 12 bureaus
working together, I am confident in our ability to realize that vi-
sion.

PREPARED STATEMENT

Thank you and I very much look forward to our discussion.
[The statement follows:]

PREPARED STATEMENT OF HON. REBECCA BLANK
INTRODUCTION

Chairwoman Mikulski, Vice Chairman Shelby, and distinguished members of the
subcommittee, I am pleased to be here to discuss President Obama’s budget request
for the Department of Commerce for fiscal year 2014.

As we continue to recover from the worst recession since the Great Depression,
the Commerce Department works to help America’s businesses grow, innovate, and
compete around the world. Our mission is central to the President’s top priority of
economic growth and job creation. Over the past 4 years, the hard work of our 12
bureaus and 43,000 employees has helped thousands of entrepreneurs, business
owners, and workers. In fiscal year 2012 alone, one Commerce program helped more
than 30,000 manufacturers retain or increase sales and jobs,! while another Com-
merce program helped more than 2,700 exporters break into or expand in inter-
national markets,2 helping achieve yet another all-time record in U.S. exports last
year of $2.2 trillion.

The President’s fiscal year 2014 budget request of $8.6 billion for the Commerce
Department makes crucial investments that are needed to support U.S. competitive-
ness and to create more, good jobs. This budget includes continued support for ad-
vanced manufacturing, innovation, and exporting. It also reflects the importance of
increasing the flow of business investment into the United States. And, the budget
includes foundational investments that protect and sustain economic growth and so-

1 http://www.nist.gov/mep/upload/MEP-PARTNERING-IMPACTS-2013-2.pdf.
2 http://www.commerce.gov/news/fact-sheets/2013/02/19/fact-sheet-national-export-initiative.
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cietal well-being in areas ranging from cybersecurity to high-quality weather fore-
casting. Finally, the budget reflects the Commerce Department’s ongoing Federal
leadership in support of scientific research and development, technological advances,
environmental stewardship, information collection and dissemination, public safety
communications, direct assistance to businesses and communities, and more.

Throughout the process of developing this budget, the Department of Commerce
has remained steadfastly committed to responsible stewardship of taxpayer dollars.
In this challenging budget climate, we are making smart and tough choices to cut
costs while only building on programs that truly work. Moreover, at the operational
level, we have reduced administrative costs by $143 million in fiscal year 2012, an
estimated $176 million in fiscal year 2013, and a projected $194 million in this new
budget for fiscal year 2014. Finally, the budget reflects a commitment to improving
customer service both internally and externally by modernizing outdated systems
and streamlining services to be even more responsive to the needs of American citi-
zens and businesses.

HIGH-PRIORITY AREAS

Strengthening U.S. Manufacturing and Innovation

This budget maintains the administration’s strong commitment to accelerating the
growth of U.S. manufacturing. This sector has created more than half-a-million
manufacturing jobs over the past 3 years, reflecting the strongest job growth in
manufacturing since the 1990s.

There is a powerful link between America’s ability to make things and America’s
ability to innovate, compete and create good jobs. Manufacturing is responsible for
70 percent of our private sector research and development (R&D) and 60 percent
of our exports. Among manufacturers, 70 percent rely on patents to protect their in-
novative ideas.

The fiscal year 2014 budget recognizes that we must build strength in key areas,
such as advanced manufacturing, which will be crucial for our economy’s long-term
competitiveness. The budget invests heavily in the manufacturing expertise at the
National Institute for Standards and Technology (NIST), with $934 million for NIST
to continue its research and development work with companies in cutting edge fields
such as flexible electronics, robotics, and bio-manufacturing. Within NIST, the budg-
et provides a $25 million increase more than the fiscal year 2012 enacted level for
the Hollings Manufacturing Extension Partnership to establish Manufacturing
Technology Acceleration Centers that would help manufacturers adopt advanced
technologies and strengthen their supply chains. The budget also provides $21 mil-
lion for the Advanced Manufacturing Technology Consortia program, a public-pri-
vate partnership that will support roadmaps and research to address common man-
ufacturing challenges faced by businesses across the country.

The budget also includes $1 billion in mandatory funding to launch up to 15 insti-
tutes to establish a National Network of Manufacturing Innovation (NNMI). Each
institute would bring together businesses, universities and community colleges, and
government to invest in cutting-edge manufacturing technologies. The administra-
tion has already launched a pilot institute focused on the fast-growing field of 3D
printing in Ohio and Pennsylvania, and the President announced that we will be
launching three more this year using existing funds from the Departments of De-
fense and Energy. Importantly, many of our competitor countries have already made
major investments in public-private partnerships similar to the NNMI and are expe-
riencing success.

Also, the budget includes $113 million in the Economic Development Administra-
tion’s (EDA) budget to launch the Investing in Manufacturing Communities (IMC)
Partnership, a program the Department will lead. As part of that, the IMC Fund
will help communities, especially hard-hit towns, build the public goods needed to
attract manufacturers and their supply chains. It will provide targeted financial as-
sistance to support key projects such as industrial parks, research and tech transfer
programs, infrastructure expansion, or workforce development efforts that will spur
long-term economic growth. This will involve leveraging private-sector resources as
well as other non-Federal funds, with the goal of leveraging $2 of non-Federal funds
for every $1 awarded by the Fund. Many Federal agencies will contribute to the
IMC Partnership aligning the full array of their resources and programs to support
these locally driven efforts.

Increasing U.S. Exports

The fiscal year 2014 budget reflects a commitment to building on the recent
record levels of U.S. exports of goods and services ($2.2 trillion in fiscal year 2012)
while also ensuring that U.S. exporters can compete on a level playing field.
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This growth has been strongly supported by the International Trade Administra-
tion (ITA), which has worked hard to implement the President’s National Export
Initiative. For example, over the past 5 years, ITA has increased the number of
cases where U.S. exporters were able to successfully break into new foreign markets
by 40 percent.

The budget proposes $520 million for ITA, a 14-percent increase more than the
fiscal year 2012 enacted level, to continue these and other efforts to increase U.S.
exports. ITA is particularly focused on: identifying high-potential international mar-
kets for U.S. goods and services, promoting key industries where U.S. companies
have an advantage in the global market, empowering small U.S. exporters that com-
prise an increasing share of total U.S. exports, strengthening trade enforcement,
and supporting trade agreement initiatives such as the Trans Pacific Partnership
and upcoming negotiations with the European Union.

The Economic Development Administration also plays a crucial role in supporting
U.S. exports. The fiscal year 2014 budget includes $12 million for the Regional Ex-
port Challenge. This program will assist communities in the development of robust
and sustainable export action plans that support jobs, international trade, and ex-
port expansion.

ITA’s Import Administration will continue to support leveling the playing field for
American companies, by administering U.S. antidumping (AD) and countervailing
(CVD) trade law remedies which curtail market distortions caused by unfair trade
practices by other countries. They will also administer the Foreign Trade Zone pro-
gram and other import programs that support U.S. jobs. ITA will also continue to
enforce U.S. rights under bilateral and multilateral trade agreements as well as
through the World Trade Organization.

In addition, the new Interagency Trade Enforcement Center (ITEC)—a joint effort
between the Commerce Department and the Office of the U.S. Trade Representa-
tive—will work to identify, reduce, and remove unfair trade and investment bar-
riers. This budget includes $20 million for ITEC to expand its efforts.

Attracting More Business Investments to and Within the United States

Due to a number of factors (decreasing energy costs, increasing labor productivity
and comparative cost advantages, projected GDP growth, etc.), the United States is
becoming a highly attractive location for business investment by both U.S. and for-
eign-based firms. Already, foreign companies support more than 5 million U.S. jobs.
Maximizing the influx of inbound business investments—such as new facilities and
high-tech production sites—in the near future is crucial to ensuring long-term U.S.
job retention and growth for decades to come.

Over the past 2 years, the administration has made a strong commitment to pro-
moting the United States as the premier world investment location. The President
launched the SelectUSA Initiative—housed at the Commerce Department—which is
the first Governmentwide effort to attract more investment into the United States.
The fiscal year 2014 budget calls for $20 million to fully establish this crucial pro-
gram in which we will partner with State and local authorities who are working to
attract more investment in their communities.

SelectUSA serves firms and economic development groups by: promoting the bene-
fits of investing in the United States; responding to inquiries about the U.S. busi-
ness climate; helping investors encountering confusion, delays, or obstacles in the
Federal regulatory process; advocating on behalf of the U.S. Government in large
globally competitive business location decisions; offering guidance on rules, regula-
tions, procedures and policy positions that impact our global competitiveness; and
offering aftercare to companies that have already invested in the United States.

The fiscal year 2014 budget also provides $3.9 million for the Bureau of Economic
Analysis (BEA) to improve State-level measurement and capture small-to-mid-size
investment activity of foreign direct investment in the United States.

ONGOING PRIORITIES

Supporting Invention and Innovation

The budget provides full spending authority for the $3.1 billion that the U.S. Pat-
ent and Trademark Office (USPTO) receives in fees to continue supporting the inno-
vation and intellectual property that is crucial to economic growth and facilitating
the deployment of new goods and services into the marketplace. This includes sup-
port for the continued rollout of key provisions flowing from the Leahy-Smith Amer-
ica Invents Act.

Supporting Minority-Owned Enterprises

The fiscal year 2014 Commerce Department budget funds the Minority Business
Development Agency (MBDA) with $29.3 million to maintain current efforts. In re-
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cent years, MBDA’s efforts have helped minority-owned firms attract about $4 bil-
lion in contracts and capital while creating thousands of jobs.

Collection and Dissemination of Valuable Data and Information

The Commerce Department’s Economics and Statistics Administration (ESA), in-
cluding the Census Bureau and the Bureau of Economic Analysis (BEA) is respon-
sible for generating and disseminating timely data, information, and analysis to
support effective decisionmaking for leaders in both the public and private sectors.
For example, the U.S. Census Bureau provides quality data about our citizens, our
communities, and our economy through a number of surveys and other instruments.
The resulting information provides an important foundation for fostering economic
growth, advancing scientific understanding, and facilitating informed decisions for
all levels of government as well as entrepreneurs and businesses.

As the last year of research and testing in advance of the 2020 census, fiscal year
2014 is a critical year for the Census Bureau in which we will establish how best
to improve the design and administration of the decennial census. For that reason,
the budget includes an increase of $154.2 million for 2020 census research. Without
this level of funding, the Department will not be able to consider the range of design
alternatives that will allow the Census Bureau to reach people through 21st century
technologies while still controlling the cost of the 2020 census and maintaining qual-
ity.

Environmental Stewardship and Weather Forecasting

Prudent management of our Nation’s oceans, coasts, and fisheries promotes eco-
nomic sustainability and ensures that future generations are able to enjoy and ben-
efit from these resources. At the same time, monitoring the ocean and atmosphere
is crucial to supporting business activities and local economies while also providing
critical information during severe weather that helps to limit destruction and to
save lives. The budget provides $5.4 billion for the National Oceanic and Atmos-
pheric Administration (NOAA), which will help strengthen ocean and coastal science
and stewardship while also investing in life-saving weather forecast improvements.

The budget invests in NOAA’s ocean and coastal research and observing programs
and increases support for habitat and species conservation activities that are essen-
tial to restoring and maintaining healthy, sustainable fisheries. Increased funding
for NOAA’s research and development and Earth Observations activities will en-
hance the agency’s ability to detect, understand, and forecast global and ecosystem
changes and provide sound, science-based information to support decisionmaking
and to help communities prepare for the consequences of climate change. The budg-
et also supports investments that promote well-coordinated ocean and coastal
science and management activities. Overall, the budget provides $929.3 million for
the National Marine Fisheries Service, $529.2 million for the National Ocean Serv-
ice, and $472.4 million for the Office of Oceanic and Atmospheric Research.

NOAA generates tremendous value by advancing the ability to understand and
anticipate changes in the Earth’s environment and improving society’s ability to
make scientifically informed decisions. The budget maintains NOAA’s essential mis-
sions to monitor and model the environment in order to forecast daily weather; warn
the public of severe weather; inform communities of long-term trends affecting
coastal areas; and support private enterprise with vital information to sustain eco-
nomic growth.

NOAA’s satellites are critical to its ability to provide accurate weather forecasts
and warnings that help to protect lives and property. The fiscal year 2014 budget
provides approximately $2 billion to support satellite programs including the Geo-
stationary Operational Environmental Satellite-R Series (GOES-R), the Deep Space
Climate Observatory (DSCOVR), the altimetry mission (Jason-3), and the Joint
Polar Satellite System (JPSS). As compared to the fiscal year 2012 enacted budget,
the two major increases in funding are $339 million for GOES-R and $17 million
for Jason-3, both of which are expected increases.

We recognize the need to reduce cost and risk to the weather mission, which in-
cludes increasing the robustness of JPSS. The budget for JPSS is $824 million
which reflects a number of changes such as: the technical transfer of the Free Flyer-
1 mission to a separate budget line called the Polar Free Flyer, the proposed trans-
fer of select climate sensors to NASA, a renewed focus on NOAA’s weather mission,
and a number of efficiencies. These changes are proposed, in part, because of recent
feedback from Congress and the Independent Review Team (IRT). We are currently
in the process of completing an Independent Cost Estimate (ICE) for JPSS with op-
tions to reduce scope, risk, and lifecycle cost. In an effort to simplify NOAA’s mis-
sion, the budget proposes to transfer to NASA climate sensors originally planned for
follow-on missions to JPSS—1 and Free Flyer-1, including the Clouds and Earth Ra-
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diant Energy System (CERES), the Ozone Mapping and Profiler Suite-Limb (OMPS-
Limb), and the Total Solar Irradiance Sensor (TSIS).

The fiscal year 2014 budget includes approximately $1.1 billion for the National
Weather Service (NWS) to continue its vital role in providing the weather forecasts
and warnings that Americans have come to rely on and that save lives. This budget
provides the funding for NWS to meet its operational needs. As compared to the fis-
cal year 2012 enacted budget, the fiscal year 2014 budget includes an increase of
$16.9 million for labor and operations, and provides increases for weather research,
weather modeling, and supercomputing capacity to accelerate advancements in
weather forecasting. The budget also supports infrastructure investments to both
the NWS Telecommunications Gateway and the Ground Readiness Project to ensure
that NOAA is prepared to handle the expected increase in satellite data.

National Security and Export Control Reform

The Bureau of Industry and Security (BIS) advances national security, foreign
policy, and economic objectives by ensuring an effective export control and treaty
compliance system and promoting continued U.S. strategic technology leadership.
The budget recognizes the important role of BIS programs and supports its national
security mission with a request of $112 million. This increase of $11 million from
the fiscal year 2012 enacted level supports the bureau’s expanded export licensing
and export enforcement operations for controlled items which were recently shifted
from the State Department to the Commerce Department’s jurisdiction due to the
President’s Export Control Reform Initiative.

Strengthening Cybersecurity

Under the President’s new Executive order on Improving Critical Infrastructure
Cybersecurity, NIST is helping to lead a broad national effort to develop a
“Cybersecurity Framework”, working with hundreds of private sector partners. The
goal is to promote the adoption of best practices in cybersecurity in order to support
both national security and continued economic growth.

This leadership role is an outgrowth of the work that NIST has done in its Lab-
oratory Programs, for which the fiscal year 2014 budget request is $754 million. The
Information Technology Laboratory (ITL), in particular, will develop standards and
technology to protect information systems against threats to the confidentiality, in-
tegrity, and availability of information and services. In particular, NIST is currently
working on initiatives associated with cybersecurity automation, cybersecurity infor-
mation, and the National Strategy for Trusted Identities in Cyberspace. NIST has
also recently established a public-private partnership to operate a Cybersecurity
Center of Excellence with the State of Maryland to foster the development and rapid
adoption of cybersecurity platforms that support automated and trustworthy govern-
ment and industry business operations and e-commerce.

Enhancing Public Safety Communications

The Middle Class Tax Relief and Job Creation Act of 2012 allocated $7 billion of
spectrum auction proceeds and valuable spectrum bandwidth towards deployment of
a nationwide wireless broadband network (FirstNet) that will enable police, fire-
fighters, emergency services personnel, and other public safety workers to better
communicate with one another during emergencies. By empowering them with new
public safety communications technologies, they will improve response times, keep
communities safe, and save lives. Last year, I consulted with the National Tele-
communications and Information Administration (NTIA) to appoint 12 leading ex-
perts on public safety and wireless broadband communications to serve on the Board
of FirstNet. The Congress also provided $135 million to NTIA to administer a State
and Local Implementation Grant Program which will support the planning work of
State, regional, tribal, and local jurisdictions who will work to ensure that FirstNet
meets their wireless public safety communications needs. FirstNet will also seek to
leverage existing commercial and government infrastructure for the new network.

Reducing Waste and Streamlining Operations

The President’s Campaign to Cut Waste strives to use Government assets more
efficiently and to eliminate unnecessary spending. Consistent with this, the Com-
merce Department has moved ahead to realize core organizational efficiencies. We
have focused on finding administrative savings through initiatives in acquisition re-
form, strategic sourcing, travel, human resources, facilities, and information tech-
nology.

The fiscal year 2014 budget reduces or terminates programs that are either: lower
priority to our critical mission needs, such as the National Undersea Research Pro-
gram; or have finished pieces of their core work and can operate at a lower funding
threshold in fiscal year 2014, such as the Economic Census Program. This budget
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also defers some necessary investments, such as a planned replacement of IT hard-
ware and research on late-stage 2020 decennial activities at the Census Bureau,
until a future year.

While the Census Bureau requests an increase in funding for the final research
and testing year of the 2020 census (see above), this amount actually reflects major
revisions to the design plan which decreased our anticipated costs by more than
$100 million. In addition, in comparison to—an fiscal year 2013 annualized con-
tinuing resolution funding level, the Census Bureau is implementing planned reduc-
tions to cyclical programs, including cuts such as $55.5 million from the 2010 cen-
sus, $20.9 million from the economic census, and $1.7 million from the Census of
Governments. We are also reducing Geographic Support Systems (GSS) by $10 mil-
lion through decreases to the Boundary and Annexation Survey (BAS) and the eval-
uation of partner-supplied files, as well as trimming $7 million from the Survey of
Income and Program Participation (SIPP) as it moves from the old survey panel for-
mat to a new, more efficient format.

This commitment to streamlining and reducing waste extends to the Commerce
Department’s interagency work with Federal partners such as BusinessUSA, a col-
laboration with the Small Business Administration. Launched by the President,
BusinessUSA is a national enterprise assistance network that creates a “No Wrong
Door” approach to quickly connect entrepreneurs and businesses with the Federal
tools, services, and information to meet their needs. In fiscal year 2012,
BusinessUSA released the first fully-integrated online platform that taps into hun-
dreds of national, State, and local resources and events aimed at helping businesses
find solutions to their challenges. BusinessUSA also deployed a unique online “widg-
et” which partner organizations use on their Web sites to connect their stakeholders
to BusinessUSA. In addition, BusinessUSA initiated a single customer service phone
line to field calls and provide program contact referrals. The Department of Com-
merce fiscal year 2014 budget includes $3.6 million for BusinessUSA.

Modernizing Commerce Department Assets

The Commerce Department is modernizing several key assets to meet the 21st
century needs of its employees and customers. Modernization efforts are important
to protect the safety of employees while also providing quality service to citizens and
taxpayers. Many of these efforts will ultimately result in future savings.

The fiscal year 2014 budget requests $14.8 million for the renovation and mod-
ernization of its headquarters, the Herbert C. Hoover Building. The complete ren-
ovation plan calls for eight phases, and this funding request supports Phase 4 activi-
ties and planning for Phase 5. Additionally, this funding moves in consort with
GSA’s resources and will support an efficient and on-schedule project completion.
The renovation provides solutions to replace deteriorating building systems which
have aged beyond useful life, including: mechanical, electrical, plumbing, heating,
ventilation, air conditioning, and life-safety systems.

The fiscal year 2014 budget requests $16 million to design a Department-wide so-
lution for an integrated suite of financial management and business applications,
replacing the Department’s legacy financial system known as the Commerce Busi-
ness System (CBS). Since 2009, Commerce has been assessing the long-term viabil-
ity of the 25-year-old CBS and has found that the stability and reliability of the sys-
tem is questionable. Further, CBS is not certified by the Financial System Integra-
tion Office, nor is it section 508 compliant. This funding request provides for the
design phase of the replacement system and Phase 1 of implementation which in-
cludes modernization of the Census Bureau’s core financials, acquisitions, and prop-
erty activities—critical to ensuring timely migration in advance of conducting the
2020 census.

The fiscal year 2014 budget includes $5.5 million for the relocation and facility
improvements of four weather forecasting offices to mitigate operational risks and
maintain continuity of weather forecast and warning operations. These facility re-
pairs and improvements are important to avert unacceptable conditions that will
impact operations critical to the Weather-Ready Nation mission to save lives and
livelihoods and maintain compliance with weather office standards. The budget also
includes $1 million in one-time funding for a study analyzing alternative observing
and research platforms to the current Hurricane Hunter (P-3) aircrafts that are
used for NOAA hurricane research and reconnaissance. Although these aircraft will
receive service-life extensions in 2015, they will reach the end of their operational
lifetimes by 2030 and 2031, respectively.

CONCLUSION

The President’s fiscal year 2014 budget request reflects the crucial role that the
entire Department of Commerce plays in making public investments that help to ac-
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celerate job growth, strengthen the economic recovery, and support American busi-
nesses across our country. At the same time, we fully recognize the challenging
budget climate in which we find ourselves, and the budget reflects difficult choices
that meet the need for responsible reductions.

By combining crucial investments with fiscal responsibility, the budget sets forth
a meaningful plan to further stimulate private sector job creation and promote
American competitiveness for years to come. With each of our 12 bureaus working
together, I am confident in our ability to realize that vision.

Chairwoman MIKULSKI. Well, we note that the Secretary has a
more amplified statement and also you will have a description of
the actual budget submission. Where can new members get this,
Jean?

Ms. EISEN. They have it in front of them and we will distribute
it to their offices, Senator.

SATELLITES AND WEATHER

Chairwoman MIKULSKI. Madam Secretary, I want to talk about
protecting America, and the first is weather. We know that our
military does such a great job protecting us, but really weather pro-
tects Americans, whether 1t is people on farms worrying about tor-
nadoes or in coastal areas about hurricanes. And the world de-
pends upon us for air traffic control and so on.

Weather really begins with our satellites in the sky. We have
been deeply troubled about the cost overruns in weather satellites
and whether they are modern, and for all the money we are spend-
ing, are we getting value for our dollar. You have led a reform ef-
fort with us. Would you tell us if we want to have a modern weath-
er service where we are as good as the European model—remem-
ber, we all heard a lot about this European model during Hurri-
cane Sandy, but we hear about it all the time. Could you share
with us, starting with the satellites and then some other questions,
where are we to make sure that we are both modernizing weather?
And then I always fear that where there is technology, there is a
techno-boondoggle. What have we done to un-boondoggle?

Dr. BLANK. Thank you for that question. I very much agree with
the statement that the weather satellites are very important but-
tresses for what is, I think, the Department’s most important pri-
ority for protecting life and property, which are our weather fore-
casting services.

So as you well know, Senator, we have been through a variety
of changes in our satellite program. We had an independent team
review it this past summer. They were reasonably complimentary
about our Geostationary Operational Environmental Satellite-R Se-
ries (GOES-R) program, which is the geostationary satellite orbit-
ing program which has been under NOAA’s authorization since its
very beginning and is largely on budget and on track for a launch
later in this decade.

There have been more concerns about the Joint Polar Satellite
Systems (JPSS) program, which was transferred over to the De-
partment of Commerce about 2%2 years ago because it was a very
troubled program where it was currently sited. We have taken a
number of steps, particularly over this past year, as a result of the
independent review team’s recommendations and as a result of
some of the very hard questions that you and your team have
asked, to improve the management of that program. We have fur-
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thermore—this goes to your technical boondoggle question—focused
the program on its primary mission: weather. We have a lifecycle
cost of $11.3 billion, which I think is within the cost range that you
had asked us to aim. I am quite confident that if we receive the
budgets we need to keep these satellites on track, then we will be
able to stay within that lifecycle cost.

But I do have to emphasize that both of these satellites are going
toward launch, and these particular years are quite critical years
for making the progress that needs to be made. So the fiscal year
2014 budget request, which I think is absolutely crucial that this
be met in order for these satellites to stay on track in the way that
they currently are.

Chairwoman MIKULSKI. First of all, we want to thank you for
embracing the spirit of reform. You know that I have been deeply
concerned, particularly about the JPSS. Not only were Senator Mi-
kulski and Shelby concerned about it, but the Government Ac-
countability Office (GAO) added it to its top high-risk problems in
the U.S. Government and, at the same time, the inspector general,
who I know will talk about it, did. I think you have got us on the
right track. We want to make sure we have the right resources
and, in your departure, that we have the right management and
the right commitment.

As you know, I wanted to take the satellites away from NOAA
and give them to the National Aeronautics and Space Administra-
tion (NASA). I have now stopped that because of your reform ef-
forts. In my mind, the satellite program is on probation, not to can-
cel it, but where we will continue to do it. And I say to my col-
leagues keep an eye on this with me because I think this is how
we modernize ourselves. This is the building block.

The second question about weather is this: if we need to mod-
ernize ourselves, why is the President advocating eliminating infor-
mation technology (IT) workers?

Dr. BLANK. The proposal is for a reorganization of the National
Weather Service (NWS) IT offices. What we are basically trying to
do here is to modernize IT services. The current model that we
have is one that worked in the 1990s, but it is not one that is cur-
rently used in the private sector and it is not one that is considered
a best practice in Government either. We want to use de-central-
ized services, which would mean we need fewer workers out in the
field, but we need more expertise at certain central locations. I
think this is the best practice model that most of the public and
private sector is moving toward. We would like to move NWS that
direction. I think it is an important step in both being responsible
with taxpayer dollars and modernizing those services within NWS
offices.

Chairwoman MIKULSKI. Well, I have many more questions to
ask, but we want to thank you and we really want to thank you
for your service.

Dr. BLANK. Thank you.

Chairwoman MIKULSKI. Senator Shelby, I am going to stick to
the 5-minute rule.

Senator SHELBY. Thank you, Madam Chairman.

Dr. Blank, recent data suggests that manufacturing in this coun-
try is experiencing a real resurgence, and we are all happy for that.
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This is not because the Federal Government is throwing money at
it. It is happening because it makes good economic sense, I believe,
for companies to locate their facilities here.

Given that the market appears to be working, as it relates to
manufacturing, and the fact that the Federal Government is al-
ready making significant investments in manufacturing technology
advancement, would it not be more cost effective to allow the mar-
ket to work and instead support these industries by eliminating
some of the severely burdensome tax and regulatory policies that
are a true hindrance to doing business in the United States rather
than create a mandatory $1 billion program? Explain. Explain first
briefly what is this program. Why are you creating it, and what is
it supposed to do?

Dr. BLANK. So the National Network for Manufacturing Innova-
tion is a one-time mandatory proposal—it is not an ongoing pro-
gram—to create 15 innovation centers inside the United States.
And as I am sure you know, we launched a pilot for this last sum-
mer in eastern Ohio, western Pennsylvania, and northern West
Virginia that is focused on 3-D printing. The idea here is to put
together a consortium of private sector companies, top research
universities, and tech transfer and community-based foundations to
move certain areas of technology, that are incredibly promising and
are moving very fast so the United States remains at the forefront
in these technologies. And companies that are located here, particu-
larly within these clusters, take advantage of being on the front
end of technological progress.

Basically it is an effort to make sure that the United States stays
competitive. It is matching things that a number of our competitor
nations currently do. Germany, for instance, has 30 such institutes,
and has had them for a number of years. They have been very ef-
fective in helping German manufacturing. We essentially want to
copy and improve upon that model.

Senator SHELBY. Well, how will this work? Give me a particular.

Dr. BLANK. This would be a competitive proposal overseen by
NIST within the Department of Commerce, but working in close
collaboration with the Department of Energy (DOE) and the De-
partment of Defense (DOD) and a number of the other agencies
around the Federal Government. The idea is that local regions
would propose a particular institute based on their expertise. So
you could imagine one institute that is focused on high-sensory ro-
botics, and one institute that is focused on some of the new mate-
rials. You could imagine a number of other institutes that might
also focus on 3-D printing since there are a number of very inter-
esting——

Senator SHELBY. Institutes. You mean like the university engi-
neering and everything?

Dr. BLANK. Yes. The idea is that this is really a partnership be-
tween research communities, the public sectors, and the private
sector in these regions. And the private sector would drive the re-
search agenda. What do they need to know to make more progress
in this area and to develop the next set of advanced products?

Senator SHELBY. But what will particularly the Government do
here? Will they award money to create a dynamic that is already
there, or will they enhance the dynamic?
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Dr. BLANK. So the Government does two things in this role. First
of all, it invites these consortia to form, to get together and talk
to each other, with the promise of seed money from the Govern-
ment. And in the one that we set up in Ohio-Pennsylvania, we put
in, I think, about—I do not know if I can get this number right—
somewhere between $30 and $40 million. We had a 2-to-1 match
of private sector to public sector funds. The companies themselves
put quite a bit of money into the consortium, which show that the
companies thought this consortium was real value added to them
and a program that was worth running.

Senator SHELBY. And you say this is built on something the Ger-
mans have done over the years?

Dr. BLANK. A number of other countries do this. I think Germany
probably does it best.

Senator SHELBY. Dr. Blank, I have got to find out more about
that.

Dr. BLANK. I would be happy to make sure you get more informa-
tion.

[The information follows:]

OVERVIEW OF THE GERMAN FRAUNHOFER MODEL

—The German Fraunhofer Society consists of 66 separate institutes spread
throughout Germany, each focusing on a different field of applied science, and
each affiliated with a particular university. Examples of Fraunhofer Institutes
are Applied Optics and Precision Engineering, Applied Polymer Research, Ma-
chine Tools and Forming Technology, and Laser Technology. Basic research, by
contrast, is funded through the Max Plank Society.

—Fraunhofer Institutes directly employ a total of around 18,000 researchers, with
a total annual research budget of about $2.2 billion.

—Of this budget, the German federal government provides %5 base funding for on-
going operations and facilities. The remaining %3 are for applied research
grojects, with funding split between government (federal, state and EU) and in-

ustry.

—The federal funding for Fraunhofer Institutes is recurring, although non-viable
Fraunhofer Institutes can be closed.

—Fraunhofer Institutes are motivated to perform contract research, as the Ger-
mari{ federal government provides a match (euro for euro) for such contract
work.

—The Fraunhofer Society is a non-profit organization that conducts research and
demonstration projects between basic research done at Universities and the new
products created at Industry; this roughly correlates to the TRL 4-7 space envi-
sioned for the National Network of Manufacturing Innovation (NNMIs). Accord-
ing to the Fraunhofer website, “The Management Model of Fraunhofer is driven
by the intermediary position between science and Industry”. There is a strong
focus is on SMEs, which have not yet developed their own in-house R&D capa-
bilities.

—graunhofer Institutes are membership based, with members paying annual

ues.

—LEach Institute is run by one or more Directors, each of whom has a double role
as a professor at the local University, where he guides Ph.D. students. He can
also recruit the best students for research at the Institute. The Director has sig-
nificant autonomy and can decide where to spend the government funds.

—Every 2 years, the Fraunhofer Society has a strategic meeting where an at-
tempt is made to forecast trends, and assess the need for new Institutes. If a
new Institute is warranted, negotiations are conducted with the state govern-
ments, who are interested in attracting Institutes since this spurs economic de-
velopment. A new center has a 5-year plan to demonstrate viability.

—~Similarities between the Fraunhofer Institutes and envisioned Institutes for
Manufacturing Innovation (IMI):

—They both focus on the TRL 4-7 stage of product development.
—They foster the marshaling of a region’s resources to address a technical prob-
lem: federal and state governments, industry and academia partner together.
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—Principal differences between the Fraunhofer Institutes and the envisioned

IMIs:

—The Fraunhofers are funded at a higher level each year than the one-time re-
quest associated with the NNMI. The annual Fraunhofer budget is about $2.3
billion, while the NNMI is a one-time only $1 billion request. Note that Ger-
many’s economy is roughly one quarter the size of the U.S. economy.

—The NNMI is not an open-ended commitment; NNMI funding is an invest-
ment to establish the space for an applied research consortia, similar to the
one time investment in SEMATECH.

—NNMI has a stronger focus on education and workforce development, and on
access for small and medium size manufacturers.

Senator SHELBY. My next question is about the satellite gap miti-
gation. While NOAA has developed a gap mitigation plan to ad-
dress satellite coverage issues, I am concerned that much of the
plan is contingent upon additional changes and engagement with
the Chinese to access their data. Such a plan raises eyebrows with
a lot of us in light of recent cyber attacks a lot of people think are
linked to China.

Do you believe that accessing data, obtaining data from the Chi-
nese is the best solution to address the gap? And if so, why?

Dr. BLANK. So this is a problem in terms of the JPSS satellite
program with its transfer with some of the funding issues that it
has hit. There is a projected gap between when the expected life-
time of a satellite that is currently up there will end and when the
new satellite goes into orbit. We are trying very hard to work as
fast as possible to get that new satellite up there, which is one rea-
son why the fiscal year 2014 funding for this is so important. The
best way to deal with this gap is to make sure it is not there.

But if indeed we do face a gap, that the one satellite there would
die before we get this next one up in orbit, then we unfortunately
do not have a satellite that provides us with this orbiting coverage.
The two countries that are closest to us that provide close-term
coverage are China and France. I would prefer not to have to use
data from either of those two countries for our weather forecasting.
I would much prefer for us to rely upon our own resources and get
our satellites up there much more quickly and——

Senator SHELBY. What do they get from us for allowing us to ac-
cess their data? I mean, they are bound to get something, a quid
pro quo.

Dr. BLANK. Yes. There is a world satellite data sharing effort
around world weather forecasting. For instance, we share all the
time with the European satellites. The European Geostationary
Meteorological Satellites (EUMESAT) is their program, and we
share the data with them. They share their data with us. That
makes it a little more cost effective. We do not have to cover the
whole world. We can focus on North America.

Senator SHELBY. Will this give them a leg up on maybe accessing
some of our intellectual property that we have? Is that not always
dangerous?

Dr. BLANK. Yes. We can come back and talk about China and in-
tellectual property, which I think is an important issue.

With regard to weather data, I do think you actually want a
world in which everyone shares their observations with each other
so that we can all benefit. We can track long-term weather much
better if we can track it globally.

Senator SHELBY. Thank you.
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Dr. BLANK. Thank you.

Chairwoman MIKULSKI. I just want to say that this sub-
committee is going to focus on weather. We think it is important
to our economy. We think it is important to our international rela-
tions, and we certainly think it is important to the safety of our
people. And I intend to hold a roundtable on weather rather than
this kind of more rigid hearing structure in which members will be
invited. And we hope to hear from Dr. Uccellini and thinkers in the
field of weather about what is the best way to modernize and yet
stay within our own fiscal limits here.

I would like now to turn to Senator Merkley. Then we will have
Senator Boozman, if he returns, Senator Shaheen, and Senator
Murkowski.

Senator MERKLEY. Thank you very much, Madam Chair. A pleas-
ure to be here.

And thank you, Madam Secretary.

ECONOMIC DEVELOPMENT ADMINISTRATION GRANTS

I wanted to ask you first about the EDA budget. EDA grants
have been very significant to Portland’s smaller communities, some
of our rural communities. One has used EDA grants for a marine
terminal and docks, another for industrial parks, another for fiber
optic upgrades, yet another for sewage and water infrastructure. So
using these grants is a very flexible strategy to address key chal-
lenges in smaller communities.

So this budget is reduced from $111 million approximately in fis-
cal year 2012 to about $70 million. Can you give a little sense,
since this has been such a flexible fund for rural infrastructure,
why the downgrade in funding?

Dr. BLANK. Thank you, Senator Merkley. I appreciate the chance
to answer your question.

So the public works budget we have reduced, but we have ex-
panded our budget in other areas that we actually think are slight-
ly more flexible areas. The economic adjustment assistance and
this new proposed program on Investing in Manufacturing Commu-
nities—both of these are programs that allow funding for infra-
structure and can be used for public works, but also allow commu-
nities to combine their public works requests with other things that
oftentimes are equally important for them to build the economic in-
frastructure they need such as workforce development programs,
science parks, or tech transfer programs.

I think the argument that we would like to make with regard to
this budget is that we are moving the money into a more flexible
category so that communities that need public works can still ac-
cess it, but they can combine those requests to ask for a host of
things that together might move them further along than focusing
just singly on a public works road project or some such thing.

Senator MERKLEY. It sounds like I can assure those communities
that they will have very similar flexibility to address the same
sorts of needs.

Dr. BLANK. Yes, I believe that is true. I certainly would make
that assurance to you.
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PACIFIC COASTAL SALMON

Senator MERKLEY. Thank you.

I want to turn next to NOAA’s Pacific Coastal Salmon Recovery
Fund. This is a fund that has been essential to my State and much
of the Northwest that have significant salmon runs because it is
such a challenge restoring streams, habitat for transitioning salm-
on coming up and down the river, so on and so forth, for spawning.
That budget also is cut significantly, a $50 million reduction from
fiscal year 2012.

Salmon actually have up and down cycles, but the challenges re-
main huge, the challenges of dam transit, international shipping,
changing water conditions, changing types of predators. The chal-
lenge is just as large. Can you give a little bit of thought to this?

Dr. BLANK. We gave a lot of thought to that, Senator, as you
might imagine. We knew that we would get asked questions about
this.

So our Pacific Salmon Recovery Fund is important and we are
leaving a substantial number of dollars in that fund. But we were
at a point where we had as much money in that particular fund
for one specific species as we had in all of our species recovery
funds to cover all other endangered species in the fisheries area.

If indeed salmon remains the most important species in this Na-
tion, we can use our species recovery grants to cover salmon as
well as other species. But it gives us more flexibility across a whole
host of fishery issues while still retaining a substantial amount of
funding directed toward salmon.

Senator MERKLEY. I will just note that one of the keys is try to
keep the runs from being listed, if you will, because once that hap-
pens all kinds of other crazy things happen. So the investment up
front for something that is very significant to our economy—both
sport fishing and commercial fishing are huge drivers, and we
would like to keep maintaining and improving the habitat so we do
not get listed.

NATIONAL NETWORK FOR MANUFACTURING INNOVATION

I want to turn next to the $1 billion for the 15 institutes, the Na-
tional Network for Manufacturing Innovation, and first praise the
administration for focusing on manufacturing. Oregon is a very sig-
nificant manufacturing State and has one of the highest propor-
tions of its economy in manufacturing, which is a little bit of a sur-
prise to folks because they do not necessarily think of Oregon that
way.

But you mentioned that this was a one-time appropriation, one-
time mandatory appropriation, this $1 billion. So let us say we set
these up for 1 year. What happens the next year?

Dr. BLANK. So these are actually set up, and the money would
be spent out over a series of years. We do not spend it all in 1 year.
Usually these institutes are 5- to 7-year projects with substantial
amounts of matching funds. The hope is that if these are successful
enough—and this does go back to Senator Shelby’s comment—that
the private sector will find resources to continue a good deal of this
research if, indeed, it is returning to the companies processes and
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products that they are able to go sell and can keep them on the
forefront of the economy.

Senator MERKLEY. Well, thank you for this focus on manufac-
turing because if we do not make things in America, we will not
have a middle class.

In closing, just a comment that all of the efforts for trade en-
forcement that are involved in ITA are extremely important for
American manufacturers to have a fairer playing field. Thank you.

Dr. BLANK. Yes. Thank you.

Chairwoman MIKULSKI. We are going to turn to Senator Mur-
kowski, then Pryor.

Senator MURKOWSKI. Thank you, Madam Chairman. Good morn-
ing.

FISHERIES

I want to talk a little bit about fish this morning. The first ques-
tion will address the NOAA Observer Programs in the North Pa-
cific groundfish fisheries. As you remember, that has been ex-
panded to the groundfish vessels under 60 feet, as well as commer-
cial halibut vessels that have not previously been covered. There
has been a lot of back and forth on this working with the North
Pacific Fisheries Management Council and NOAA fisheries. I think
I can state very clearly that Alaskans are very supportive of mak-
ing sure that we have good, reliable data. We understand the im-
portance of the observers, but we also recognize that on many of
these vessels—these are small vessels, that only have room for a
very limite